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§1.936-8T

§1.936-8T Qualified possession source
investment income (temporary).
[Reserved]

§1.936-9T Source of qualified posses-
sion source investment income
(temporary). [Reserved]

§1.936-10 Qualified investments.

(a) In general. [Reserved]

(b) Qualified investments in Puerto
Rico. [Reserved]

(¢) Qualified investment in certain Car-
ibbean Basin countries—(1) General rule.
An investment of qualified funds de-
scribed in this section shall be treated
as a qualified investment of funds for
use in Puerto Rico if the funds are used
for a qualified investment in a quali-
fied Caribbean Basin country. A quali-
fied investment in a qualified Carib-
bean Basin country is a loan of quali-
fied funds by a qualified financial insti-
tution (described in paragraph (c)(3) of
this section) directly to a qualified re-
cipient (described in paragraph (c)(9) of
this section) or indirectly through a
single financial intermediary for in-
vestment in active busines assets (as
defined in paragraph (c)(4) of this sec-
tion) in a qualified Caribbean Basin
country (described in  paragraph
(c)(10)(ii) of this section) or for invest-
ment in development projects (as de-
fined in paragraph (c)(5) of this section)
in a qualified Caribbean Basin country,
provided—

(i) The investment is authorized,
prior to disbursement of the funds, by
the Commissioner of Financial Institu-
tions of Puerto Rico (or his delegate)
pursuant to regulations issued by such
Commissioner; and

(ii) The agreement, certification, and
due diligency requirements under para-
graphs (c)(11), (12), and (13) of this sec-
tion are met.

A loan by a qualified financial institu-
tion shall not be disqualified merely
because the loan transaction is proc-
essed by the central bank of issue of
the country into which the loan is
made pursuant to, and solely for pur-
poses of complying with, the exchange
control laws or regulations of such
country. Further, a loan by a qualified
financial institution shall not be dis-
qualified merely because the loan is ac-
quired by another person, provided
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such other person is also a qualified fi-
nancial institution.

(2) Termination of qualification—@i) In
general. An investment that, at any
time after having met the require-
ments for a qualified investment in a
qualified Caribbean Basin country
under the terms of this paragraph (c),
fails to meet any of the conditions enu-
merated in this paragraph (c) shall no
longer be considered a qualified invest-
ment in a qualified Caribbean Basin
country from the time of such failure,
unless the investment satisfies the re-
quirements for a timely cure described
in paragraph (c)(2)(ii) of this section.
Such a failure includes, but is not lim-
ited to, the occurrence of any of the
following events:

(A) Active business assets cease to
qualify as such;

(B) Proceeds from the investment are
diverted for the financing of assets,
projects, or operations that are not ac-
tive business assets or development
projects or are not the assests or the
project of the qualified recipient;

(C) The holder of the qualified recipi-
ent’s obligation is not a qualified fi-
nancial institution;

(D) The qualified recipient’s qualified
business activity ceases to qualify as
such; or

(E) The qualified Caribbean Basin
country ceases to be a country de-
scribed in paragraph (c)(10)(ii) of this
section.

(ii) Timely cure—(A) In general. A
timely cure shall be considered to have
been made if the event or events that
cause disqualification of the invest-
ment are corrected within a reasonable
period of time. For purposes of this sec-
tion, a reasonable period of time shall
not exceed 60 days after such event or
events come to the attention of the
qualified recipient or the qualified fi-
nancial institution or should have
some to their attention by the exercise
of reasonable diligence.

(B) Due diligence requirements. A time
cure of a failure to comply with the
due diligence requirements of para-
graphs (c)(11), (12), and (13) of this sec-
tion shall be considered to be made if
the failure to comply is due to reason-
able cause and, upon request of the
Commissioner of Financial Institutions
of Puerto Rico (or his delegate) or of
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